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Dear Chairwoman Mayes and Commissioners,

I wanted to thank you again for taking the time to meet with the Anthem Homeowners on the 7th, and for allowing
us to share our frustrations and concerns regarding the proposed Arizona American Water rate increase. The
proposed rate increase will increase our costs for water by 150% to 200° /o (while our personal bills will double,
we will also see substantial increases from our Home Owners Fees as well).

As you requested I have attached a copy of the public comments I made that evening (attached Word
document),

In addition, I accessed the American Water 2009 10K filing and 2010 proxy statement and have also attached a
copy of few select pages:

o The first page shows a table summarizing the company's cash flow for the last three years (amounts are in the
thousands). While American Water may claim they lost money from operations those three years, the truth is that
the losses were primarily caused by write downs in goodwill and impairment of asset write offs .. these are not
cash costs.
and $473 million in 2007 - the profit motive is alive and well in this Corporation

In terms of cash, they generated almost $600 million dollars in 2009, approx. $550 million in 2008

o The next page shows the Dividends that were paid out to stockholders . In 2009, American Water paid out over
$137 million dollars in dividends to its stockholders

o The last page is from the company's proxy statement dated March, 2010 and shows the Executive
Compensation. The top four executives who were employed in both 2009 and 2008 received compensation of
over $11 million in 2008 and just under $7 million in 2009. I am sure these are included in costs that are
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allocated down to Arizona American Water by their parent organization. Given the mis-management of this
organization (at least as far as operations here in Arizona are concerned) these are egregious sums that should
not be part of a rate increase request that will increase the cost of water for Anthem residents by over 100%.

Again, we thank you for listening and hope that you will send this Company back to drawing board with an
admonition not to return with any rate increase request that exceeds what reasonable homeowners should be
expected to bear.

Respectfully,

Ken Cohen

Anthem, AZ 85086

In today's economy and especially here in Anthem we have seen our property values decline substantially and
many homeowners have been forced into foreclosure. The paper this a.m. talked about the rise in foreclosures
just this past month. We have many people here losing their homes. It is in this environment that AZ Water is
asking for an adjustment in their water rates that would more than double what many families pay for their water.
They obviously have no interest in being a 'good corporate citizen'. They can provide all the excuses they want,
but it is nothing short of criminal and shows no concern for the plight of homeowners today to be asking for this
type of increase in this economy. It is a sign of very poor management. We cannot afford to have Anthem
identified with having these exorbitant water rates. For the commission to approve this increase would just be
rewarding this poor management.

We had one of the top executives of AZ water visit with the citizens of Anthem two to three months ago. I asked
the executive what AZ water would do if their requested increase were turned down - he replied that they would
just re-submit it. I have been a financial executive for many years and if l ever went to my Board and asked for
approval to raise our rates by 100% and l was asked what the alternatives were and I replied that there were
none and f would just have to come back later and re-request that type of increase, I would have probably been
fired on the spot. Again, this is a sign of poor management and for the commission to approve even a portion of
their request would be like rewarding and condoning this level of poor management.

A good portion of our water bills are fixed. I was away for most of the most recent billing period and my water
consumption dropped by more than half. My bill dropped $5 for the month. Water is a limited resource but AZ
water is not doing what it should to encourage conservation of this resource. They pay lip service to conservation
in their handout. Linking what we pay to our usage is a sure way to get people to be more conservative, but this
would not generate revenues for AZ water and again, it is a sign of poor management on their part.

The strategy that seems to be being followed here in this egregious rate increase is to throw as much crap at the
wail as you can with the expectation that some of it will stick. Don't reward this strategy by Arizona Water by
approving even one cent of this increase. l respectfully request that this commission not reward this company's
poor management and outrageous Corporate behavior. Make Arizona American Water go back to the drawing
board and not come back until they are prepared to submit a request for a reasonable rate increase!!

Ken Cohen
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Anthem, AZ 85086

(Three attachments included with this Opinion)
*End of Complaint*

Utilities' Response:

Investigator's Comments and Disposition:
5/04-
Sent to Docket Control.

FILE CLOSED.
*End of Comments*

Date Completed: 5/4/2010
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Dividends

will be
15 duy> pool In the clislribulion date. Since the xlividcnds nn our common stock will not he cumulative. only
declared divs¢knd> will be pond.

Hut hoard ¢.)! dircclurs has udnpusd a dividend policy to dmribuxc la our umrkhuldcrs an pinion of our rel
cash provided Hy tppcrming acrivitic= .xx rcgukur quarterly divide¢nd§_ rather than raining that cash hr other
purr~cr». (ivner-.xlly_ our policy is to distribute 50% to 70/4 of our net income amnudly. We expect the! diuidcmis

paid every Man-h. June. Sqwernbcr and lkecmbcr of each fiwaul year In hnldcrs of nzwzord qnpnnxlInatcly

Duling °(l119 and *pox_ we paid SI87.3 million :Md $641 million in dividends. ivspeclivcly. For "UW, we
paid divzdcrul of $0.2 l per sllarc (in IM¢mMr I. 2009 and September I. 2lxl9 :Md M90 per sham: 0" Jim I.
WMF) :Md March ". *(KF). For "MDS, we paid a divided al $0.20 per share nn ScmcmMr 2. 2(l)8 and

Dvcclnlwl I. Zllm. Thcrv were no common dl»iMml payments made for 21117.

Subject to applicable law and the tliwrctiolt of our board al' din*ctm's. we will pay cash dividends of
.ippfoUntutuly $0 'I per share per quarter m 20111. m he paid approximately (mol days after the end ofe..¢l\ fivcul
quam-r, Theqututvrly and annual average aggrngatc dividend amounts lotMe tour quarters wouldbe $36.7
million. and3146.2 million annually. The aggregate dividend announts arc bused upon 174.7 million shara
out.stzuld:llg us of' Fchrunry '5. "01(l. Under Dclnwatre law, our board of directors mud declare dividends only to
the etttczit of our "surplus" (which is defined as total assets at fair market value minus total liabilities. miles
statutory capital? or. it' there is no surplus. om of our rel profits for the then curter and/or intmcdiutcly prccvding
tiscul ycztr. Although ac believe we will have sufticicm not profits or <urplus to pay dividends at the nntiriputcd
levels during the 1*.cAl lout tluul£¢rs, our liard of directors will seek pciiodically to assure itself of this bctbre
actually cltxlzuing any divide¢nd<. In hnurc periods. our lxtzlrd of dircctnrs may sunk opinions from outside
valuation firm# to the Qllllt:ct that our solvency or asvcts are sit fficicnt to allow pay went of div idcmk. ad such
opinions may not he fonhconiing. If vs: sought and were not uhlc to obtain such :in opinion. ac likely would not
be azblc to put an idcmls.

On laniary "'i. ̀ M". um lhnnrd olldilz'~.'u1rs dcclarud a quancrly cawlu dividend pnyzuvnt 01 3421 per »hat
l'-_yJbl»:nm ll;in:h L 10lfl tn all »had:hnldcrs c»I, rccund as sly. F-chrxlary IM. "0l0.

(.̀ urra>nl ( Zrvdil .Varkrt l'¢»siti1m

[he Cumpztn\ hclicvcs it has suiiiciem liquidity should there be a disruption al' the capital and credit
mzlrkcts. The Cnntpany hands liquidity reals fur capital investment. working capital md other financial
comxnitmcM> thu.-ugh cash rlcnm from upcrations. public and private debt offerings. cummercid paper markets
ad ctctln lim-ilitics with $850.0 miliiun nm aggregate maul commitments from a divcuilicd group tit hunks. As of
February *4. 20TH. ac had $80! x million available lo fulfill our Qhon-term liquidity needs. to isxutl' Icucrs of
ctcdxt and hack our $58.9 million ouhtunding cmmucrcial paper. As of February 24, "OHL the Company can
issue zxddniomll cmnntcfcinl paper al S64l l million which in backed hy the credit factlitic~. The 2llfls markcl
disruptions caused the Company In rcdcrm its tax exempt bonds in vauiuhlc raw. stmcmrcs AMI rumarlun as fixed
raitc mcurltm Taw Company closely mtinitnr the linunciatl condition <»t` the linzmcial institutions assticialvd with
its credit lncilizies.

•
0

At Thu. tmtc. the Company one» not bclicw lvccnl market dismplitms will impact its kg-term ability to
nhtuin fmzutcing The Company expects to hum atcwss lo liquidity in the capital markets Vu fatvtnathlc lerlns.
hcfhrc the maturity dutcs of its cnrrcnt credit facilities and loc Company does the( expect n signiticam httmbcr of
its icndcrs to dclault Tm their commitutcnts thereunder. In uddmnn. the Company can d<'lat_v mair capital
tnvustusvnls or purnut financing from other sources to preserve liquidity. if ncccshary. The Cnmpnny helices it
L'-In rely upon ca~h iiuwx from npcr.uion~z to nwct its crhligattitms and fund its minimum rcquinml capztatl
lm <~\tmvnt~ hit an extended period of time.
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C`a~h Hows l`mm operating activities have been 31 mliathle. steady murcia Of fuming. sufficient lo ni t
twra\ting rwulrcnlctlts. out dividend puynwnts mud a WHit\\\ of our capital cxwuditurca requirements. We will

seek access it) kM :Md equity eaipital markets la meet the hatlanev al' tr capital cxmntliture rt~quin=nn~nts us
mmwletl. There can be mi assurance Wt ac will he able to mcesx such markets successfully nn lhvorable terms or
at all. (Mating cush l'8uws Ami he negatively affected by changes in our rate regulatory ¢lMl\)€lllwllln Ur cltziziges
in our cunuumr wnnnmie nutlwk and ability la pay for service in a timely manor. We can pmvidc nu ztssumnce
that tr cuslumcra' hi>t<\rit:ul payment tmtwru will cnntinuc in the future.

lIe: lkxllmring table provides a summal3 of the 1nujor items. affecting our cash flow: from upcraling
uvtiviticw lb! the periods mdicatcd:

2009 2907zmlu

l'in thousands!

(sum: t 9%.-* >§*fx rNe! nncutllc i fuss E

Add I :.uhm\L't I:
N¢\1l-cazsh npczulingz uctimihcslh ....
(`l\aln;;c\ in am orbing.; capit.\l¢ 2) . . . . . . . . . . . . . . . .

I'vnsi¢~n and pp wzrctircmcnl llculllncurc cnntribuliuns ..

88 I .Ui3

l(*» _"7(}

(8 i .245 I

Nut cash Hows prcwidcxl in npcnztlons

1.0ln.x° 6
(60, 141 I

(I 17,44(1)

3 5')6_l56

L ' ! 4_l  "G

( 10<.4153l

5§", l (» ' ) 78.71 1

(29

Includes (gain) lose on sale of businesses. depreciation and amortizutiun. impairment charges. rrmnvul cost~
It Rf salvage. provision fakir deterred Income: taxes. martini/atinn of deferred investment tzlx credits,
provision for kisses UI] ttnlny accounts rcccivahle, allowance fur other funds used during construction.
4 gain) loss all sale 01. :u~!4cts. tlcl?.~rrcd regulatory costs, amortization of dcfcrtrd charges and other nun ~c:1sh
items. Mn, less pension and pnsnctircmcnt healthcare wxitIiliutiuns.
Changes in working capital include changes to accounts rcccivabk and unbilled utility etvcnuc. taxes
rcccivahlc tincludmg Mk-rz1l income l, other current assets. accounts payahk. taxes accrued (nrclutling
lcdcral income i_ interest accrual and other currcut liabilities.

The mclvusc in L';\:~l\ Huwsa (mm npcrati4>ns during 2(l)9 cmnpalvd la 2002 was pnmarnly dm' LU incrsawd

l`t'\tl.'l]ll\'h nffscl by chungcs in wnrkmu capful mainly driven he changes in taxes receivable ad taxes u»:v:.mcd.

The change in taws is plimuril_\ due tn the the! that a 9135.0 million tax refund. including intclcsl. was ow-cn-cd i!\

DcucmWu mum. Nm smulzlr amount Wax received an the end of WMM.

\

In Dcccmbcr 2lXl8. do Cunipuny lilcil pa rcqum with loc Intimal Km cnuc Scivicc HRS! la change its ow

:accounting mezhixl lr iepnir and nuiimcnancc cost in its utility awls. llhc IRS partially aippnn Cd the request in
Oclnbcr 2lill'P. with the Company receiving final aapprnvall in Fclmiary 20lO. As a result Rf this change ac expect
in receive cash refunds Maxppiuximulcly S4*.I million, including at carryhack claim lot ullrmalivc mining tax
al' S'5.' miller which will he tiled hr in 20l().

The increase m wash Iluw~ :`l-om npcrulinns during "GUS compared 10 "007 was primarily due in incn:.\~cd

nsvcnucs pul'llailv uttscl Hy higher contribumons to our pemion ad pnsxvvrirennenl healthcare trusts.

The Ctunpuny .1lrl.<:\\1l> expects in nmkc pension and postrctircmcnt hen<~lln contrihutitnts la loc plan trusts
Ni EM 10l.*) million in "l`1I(t. at' which S°".6 was already made in Fsbrnury 2ll1l). In addition. we cuncntlv estimate
that cunarihiltioIts wit! amount to SI 47.v million in 201 l. S155.8 million in "DIZ, $l '3.8 in 2m3 .Md St 188
million in 2(ll4. Actual amounts cnntrihuwd could change mutadally from these cminnatcs.

The increase in the "009 contributions wan the result of the Compares *ooh unfunded status al it pumiun
plan. whirl inctcuscd sigmficasuly primarily due to lower than expected 2008 a.s>ct relums. Based on the then
\Jl.ll'l\!ll( plan usncts :Md v x pccurd future .xssct returns. the (knnpany csaimnlcd in early 2009 the incnsasv: to
pcmitm ztntl posuctircntcnt expense (net up' uupilalind amounts) in 2009 Ur he approximately 55" nulliun.

it:
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